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Petitioner, an Indiana stock insurance corporation, as required by law to
do business in North Carolina, was a member of respondent North Caro-
lina Life and Accident and Health Insurance Guaranty Association
(North Carolina Association), which, under a North Carolina statute, is
ultimately responsible for fulfilling the policy obligations of members
that become insolvent or otherwise fail to meet their policy obligations.
Because of its questionable financial condition, petitioner was required
by respondent North Carolina Commissioner of Insurance to post a
$100,000 deposit for the benefit of its North Carolina policyholders.
Subsequently, rehabilitation proceedings were brought against peti-
tioner in an Indiana state court (Rehabilitation Court), in which the
North Carolina Association intervened and in which the court certified a
class consisting of all past and present policyholders. The Rehabilita-
tion Court ultimately ruled in 1978 that all pre-rehabilitation claims to
the deposit were compromised, settled, and dismissed by the court's
1976 order which adopted a rehabilitation plan and which ruled that the
court had jurisdiction over the subject matter and over the parties. In
the meantime, when a dispute arose between petitioner and the North
Carolina Association as to the rehabilitation plan's effect on use of the
North Carolina deposit, the North Carolina Association filed suit in a
North Carolina state court, seeking a declaratory judgment that it was
entitled to use the deposit to fulfill the pre-rehabilitation contractual ob-
ligations to North Carolina policyowners that had been compromised in
the rehabilitation proceeding. Holding that the North Carolina statutes
governing the North Carolina Association and the $100,000 deposit de-
prived the Rehabilitation Court of subject-matter jurisdiction to deter-
mine rights in the deposit, the North Carolina court refused to honor the
Rehabilitation Court's prior ruling as to claims to the deposit. The
North Carolina Court of Appeals affirmed.

Held: Under the Full Faith and Credit Clause, a judgment of a court in
one State is conclusive upon the merits in another State only if the court
in the first State had power to pass on the merits-that is, had jurisdic-
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tion over the subject matter and the relevant parties. Cf. Durfee v.
Duke, 375 U. S. 106. In this case, the North Carolina courts violated
the Full Faith and Credit Clause by refusing to treat the Rehabilitation
Court's prior judgments as res judicata. Pp. 703-716.

(a) Regardless of the validity, under North Carolina law, of the North
Carolina courts' holding that the Rehabilitation Court did not have sub-
ject-matter jurisdiction to determine the rights in the deposit, it is not an
appropriate ground for refusing to accord the Indiana judgments full
faith and credit. The principles of res judicata apply to questions of ju-
risdiction, and "a judgment is entitled to full faith and credit-even as to
questions of jurisdiction-when the second court's inquiry discloses that
those questions have been fully and fairly litigated and finally decided in
the court which rendered the original judgment." Durfee v. Duke,
supra, at 111. The record here establishes that the Rehabilitation
Court fully and fairly considered whether it had subject-matter jurisdic-
tion to settle the pre-rehabilitation claims of the parties before it to the
North Carolina deposit. As an intervening party, the North Carolina
Association was obliged to advance its argument that the court did not
have authority to settle pre-rehabilitation claims to the deposit when it
was given the opportunity to do so. Pp. 705-710.

(b) The North Carolina courts' refusal to give the Indiana judgments
full faith and credit cannot be supported on the asserted ground that the
Rehabilitation Court lacked in personam jurisdiction over North Caro-
lina policyowners because no policyowner actually appeared in the re-
habilitation proceedings and because the class representatives could not
adequately represent the policyowners in both deposit and nondeposit
States. Respondents have not identified any current interest in the
North Carolina deposit that a policyowner might have, independent of
the interests asserted by the North Carolina Association. North Caro-
lina law requires the Association to provide North Carolina policyowners
with pre-rehabilitation coverage even if it cannot use the deposit to fi-
nance this obligation. Therefore, these policyowners have no current
interest in whether the Association is allowed to liquidate the deposit.
Pp. 711-713.

(c) Nor can refusal to give full faith and credit to the Rehabilitation
Court's judgments be supported on the asserted ground that the court
lacked in personam jurisdiction over North Carolina officials. Although
the Rehabilitation Court did not attempt to exercise jurisdiction over the
North Carolina trustees of the deposit, it did purport to exercise juris-
diction over the trust corpus; its 1978 order specified that the 1976 re-
habilitation plan determined that the deposit was an asset of petitioner,
subject to the court's jurisdiction. Regardless of whether this conclu-
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sion might have been erroneous as a matter of North Carolina law, the
jurisdictional issue was fully and fairly litigated and finally determined
by the Rehabilitation Court, and the North Carolina courts were re-
quired to honor the Rehabilitation Court's determination. A court of
competent jurisdiction can settle the claims of two competing parties to
specific property even though a third party may claim an interest in the
same res. Pp. 713-715.

(d) There may be merit, as a matter of insurance law, in respondent's
arguments that honoring the Rehabilitation Court's determination that
the deposit was an asset of petitioner would negate North Carolina's
comprehensive statutory scheme to ensure protection of North Carolina
policyowners and that a State has a right to segregate assets of a foreign
insurance company to be used for the sole benefit of that State's
policyowners. However, the only forums in which respondents may
challenge the Rehabilitation Court's assertion of jurisdiction on such
grounds are in Indiana, not North Carolina. Pp. 715-716.

48 N. C. App. 508, 269 S. E. 2d 688, reversed and remanded.

MARSHALL, J., delivered the opinion of the Court, in which BURGER,
C. J., and BRENNAN, BLACKMUN, REHNQUIST, and O'CONNOR, JJ.,
joined. WHITE, J., filed an opinion concurring in the judgment, in which
POWELL and STEVENS, JJ., joined, post, p. 716.

Theodore R. Boehm argued the cause for petitioner. With
him on the briefs was Charles T. Richardson.

William S. Patterson argued the cause for respondents.
With him on the brief were Rufus L. Edmisten, Attorney
General of North Carolina, Richard L. Griffin, Assistant At-
torney General, Charles D. Case, and Eugene Gressman.

JUSTICE MARSHALL delivered the opinion of the Court.
In this case, the North Carolina Court of Appeals held that

an Indiana court was without jurisdiction to adjudicate the
rights of various parties in a $100,000 deposit held in trust by
certain North Carolina officials. Because it found that the
Indiana court did not have jurisdiction, the North Carolina
court refused to recognize the Indiana court's prior ruling
that all claims to the deposit were compromised, settled, and
dismissed by the final order entered by that court during a
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rehabilitation proceeding. We granted certiorari to decide
whether, by refusing to treat the prior Indiana court judg-
ment as res judicata, the North Carolina court has violated
the Full Faith and Credit Clause of the Constitution and its
implementing federal statute. 451 U. S. 982 (1981). For
the reasons stated below, we reverse the decision of the
North Carolina Court of Appeals.

I

Petitioner Underwriters National Assurance Co. (Under-
writers) is an Indiana stock insurance corporation special-
izing in life and disability insurance for certain high-
income professional groups. In 1973 Underwriters was
licensed to do business in 45 States, including North Caro-
lina, and was administering over 50,000 policies. To qualify
to do business in North Carolina, Underwriters was required
to join respondent North Carolina Life and Accident and
Health Insurance Guaranty Association (North Carolina As-
sociation), a state-created association of all foreign and do-
mestic insurance companies operating in North Carolina.
See Life and Accident and Health Insurance Guaranty Asso-
ciation Act, N. C. Gen. Stat. § 58-155.65 et seq. (1975) (Guar-
anty Act). Under the terms of the Guaranty Act, the North
Carolina Association is ultimately responsible for fulfilling
the policy obligations of any member that becomes insolvent
or otherwise fails to honor its obligations to North Carolina
policyholders. N. C. Gen. Stat. § 58-155.72(4) (Supp. 1981).

In June 1973, after determining that Underwriters' finan-
cial condition was questionable, the North Carolina Commis-
sioner of Insurance informed Underwriters that it must post
a $100,000 deposit "for the sole benefit of North Carolina
policyholders," to continue to do business in that State.
Shortly thereafter, Underwriters deposited with the State a
$100,000 bond registered to the "Treasurer of the State of
North Carolina in trust for the Underwriters National Assur-
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ance Company and the State of North Carolina as their re-
spective interests may appear under Article 20, Chapter
58-188.5 of the North Carolina General Statutes." See
N. C. Gen. Stat. § 58-182 et seq. (1975) (Deposit Act).

The North Carolina Commissioner's fears about Under-
writers' financial condition proved to be well founded. Ap-
proximately one year after Underwriters posted this bond,
the Indiana Department of Insurance commenced rehabilita-
tion proceedings against petitioner on the ground that its re-
serves were inadequate to meet its future policy obligations.
By order dated August 5, 1974, the Superior Court for Mar-
ion County (Rehabilitation Court)I appointed the Indiana
Commissioner of Insurance as Rehabilitator and directed him
to "take possession of the business and assets of Underwrit-
ers ... and conduct the business thereof and appoint such
personnel as may be necessary to rehabilitate Underwrit-
ers." Notice of this action was sent to all state insurance
commissioners, including respondent North Carolina Com-
missioner. The North Carolina Commissioner immediately
informed the North Carolina Association that Underwriters
was undergoing rehabilitation in Indiana, and that title to all
assets of Underwriters had been transferred to the Indiana
Rehabilitator.

Shortly after entering the order of rehabilitation, the Re-
habilitation Court enjoined the commencement or prosecu-
tion of any suit against Underwriters or the Rehabilitator.
This injunction stayed several policyholder actions that had
been filed against Underwriters, and required that any per-
son who desired to institute or to prosecute any such action

1 The Indiana Rehabilitation Court is a court of general jurisdiction. In

addition, the Rehabilitation Court is authorized by statute to oversee the
actions of the Rehabilitator in formulating a plan of rehabilitation, to enter
injunctions to prevent interference with either the Rehabilitator or the re-
habilitation proceeding, and to enter the final order of rehabilitation. See
Ind. Code § 27-1-4-1 et seq. (1976).
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join the Indiana rehabilitation proceeding.2 The plaintiffs in
the stayed actions were subsequently given permission to in-
tervene in the rehabilitation proceeding. In October 1975,
the Rehabilitation Court certified a class consisting of all past
and present policyholders, and appointed intervening plain-
tiffs from the stayed actions as class representatives.'

The Rehabilitation Court sent notice of the rehabilitation
proceeding to all policyholders, informing them that the class
had been certified, and that all members not requesting ex-
clusion would be bound by the judgment of the Rehabilitation
Court. The notice concluded by stating that "[t]he entire
court file" was available to any class member.4

Over the next two and one-half years, the Rehabilitation
Court supervised the efforts of the Rehabilitator and other
interested parties to return Underwriters to a sound financial
footing. After extensive negotiations between Underwrit-
ers, the class representatives, and other interested parties,
the Rehabilitator submitted a Proposed Plan to the Rehabili-
tation Court in April 1976. In order to preserve the financial

2 Three class actions and one individual lawsuit were stayed as a result of
the Rehabilitation Court's order. Schultz v. Underwriters National As-
surance Co., Civ. Action No. 74 C 2550 (ND Ill.) (class action on behalf of
all Illinois policyowners); Honeycutt v. Underwriters National Assurance
Co., Civ. Action No. 482-74-A (ED Va.) (class action on behalf of all Vir-
ginia policyowners); Hall v. Underwriters National Assurance Co., Civ.
Action No. 75-L-1589-NE (ND Ala.) (class action on behalf of all
policyowners in Madison County, Ala.); Meyer v. Guarantee Reserve Life
Ins. Co., Cause No. 786-532 (Super. Ct. of King County, Wash.). These
lawsuits alleged, inter alia, that Underwriters had fraudulently misled
policyowners as to the financial condition of the company.

3 The court certified the class under Indiana Trial Rule 23(B)(3). Indi-
ana Trial Rules are identical to the Federal Rules of Civil Procedure with
respect to class actions.

'The court file included a document listing Underwriters' assets. The
North Carolina Association concedes that this document included the
$100,000 deposit as a general asset of Underwriters. Brief for Respond-
ents 11-12.
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health of the company and to provide continuing coverage for
policyholders, the Rehabilitator proposed that the Rehabili-
tation Court reform the policies to require increased premi-
ums and reduced benefits.' Of particular interest to this liti-
gation, the Proposed Plan stated that Underwriters "[will
have] no liability to any guaranty association which itself has
obligations to [Underwriters'] policyowners." Proposed Re-
habilitation Plan, I(J), Exhibit Binder 79 (E. B.). Part X(C)
of the Proposed Plan further provided:

"The guaranty associations in some states may have ob-
ligations to [Underwriters'] policyowners as a result of
the [Underwriters] rehabilitation proceeding. More-
over, to the extent such guaranty associations do have
obligations, there is a possibility that those guaranty as-
sociations may seek to recover from [Underwriters]
sums paid to [Underwriters'] policyowners. The Re-
habilitation Plan should resolve [Underwriters'] contin-
gent liability to any guaranty association by determin-
ing that [Underwriters] has no further obligation or
liability to any guaranty association." Id., at 89 (em-
phasis added).

By direction of the Rehabilitation Court, the Rehabilitator
mailed a copy of this Proposed Plan to all interested parties,
including all state guaranty associations and insurance com-
missioners. The Rehabilitator subsequently sent to the
guaranty associations notice of a hearing to consider various
rehabilitation plans, including that of the Rehabilitator.

IUnderwriters had underwritten a large block of "noncancelable" disabil-
ity insurance policies. These policies not only were guaranteed to be re-
newable at the same premium regardless of experience, but also entitled
the policyowner to a refund of 80% of the premiums paid if no disability
claims were asserted in a 10-year period. The Proposed Plan eliminated
the 80% refund, and converted the policies from "noncancelable" to "guar-
anteed renewable," meaning that the policy was renewable at the policy-
owner's option, but the company could increase the premium.
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This notice explicitly informed the guaranty associations that
although eight associations, including the North Carolina As-
sociation, "may have obligations to ... policyowners as a re-
sult of the [Underwriters] rehabilitation proceeding," no as-
sociation had either intervened in the proceeding, or made
suggestions for changes in the Plan. The notice directed
that if a guaranty association desired to present any informa-
tion or contentions relevant to the rehabilitation of Under-
writers, it must intervene in the proceeding and present its
arguments at the June 9, 1976, hearing. Unless the associa-
tions either intervened, or stated in writing that they had no
obligations to policyowners and that they waived all claims
against Underwriters and the Rehabilitator, a summons
would issue to bring the associations before the Rehabilita-
tion Court. Id., at 59-61.

On June 8, 1976, these eight guaranty associations, includ-
ing the North Carolina Association, intervened in the Indiana
rehabilitation proceeding. In their motion to intervene, the
guaranty associations stated that Part X(C) of the Proposed
Plan was "unacceptable," and that through negotiations, the
associations and the Rehabilitator had agreed on a modifica-
tion that would "protect the rights of the Guaranty Associa-
tions." In relevant part,6 the guaranty associations pro-
posed that Part X(C) be changed to read as follows:

"[Underwriters shall have] no further obligation or liabil-
ity to any guaranty association other than the obligation
to recognize as valid the assignment of the policyowner's
rights to the guaranty association and to treat the guar-
anty association as it would have treated the policy-
owner; provided, however, if any guaranty association
makes any payment to or on behalf of any policyowner
which is not fully reimbursed pursuant to the foregoing

'The guaranty associations also requested that the court modify the plan
in ways not relevant to the instant proceeding.
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provisions, that association shall receive from [Under-
writers] each year until fully reimbursed a portion of
[Underwriters'] statutory net gain from operations after
dividends to policyowners, federal income taxes and the
payments to be made under Part XI equal to the annual
premium in force for basic coverage in the state of that
association on August 5, 1974, divided by the total an-
nual premiums in force for basic coverage of [Under-
writers] on August 5, 1974." Id., at 105 (emphasis
added).

After a full hearing in which the North Carolina Associa-
tion participated, the Rehabilitation Court tentatively ap-
proved the Proposed Plan, including the above modification.
The court directed the Rehabilitator to send notice to all in-
terested persons that on October 14, 1976, a final hearing
would be held on the Plan and the settlement of all claims
against Underwriters. The notice sent by the Rehabilitator
to Underwriters, the North Carolina Commissioner of Insur-
ance, and all other interested parties specified that "[t]he
Proposed Rehabilitation Plan provides in part XIII that upon
[its] final approval... , all claims against [Underwriters] by
policyowners or others are compromised and dismissed." At
the request of the eight guaranty associations, the Rehabili-
tation Court subsequently approved a special mailing to
policyholders in their respective States explaining that the
guaranty associations were statutorily obligated under cer-
tain circumstances to continue to provide the benefits com-
promised by the Indiana court under the Rehabilitation Plan.

In November 1976, after holding final hearings in which
the North Carolina Association participated, the Rehabilita-
tion Court approved a Plan of Rehabilitation, which was,
with respect to issues relevant here, identical to the Pro-
posed Plan. In its order adopting this Plan, the Rehabilita-
tion Court stated that it had "jurisdiction over the subject
matter and over the parties, including ... all [Underwriters]
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policyowners [and] state insurance guaranty associations."
App. 38. Further, the court specified that "[t]o the extent
that any claim, objection or proposal which was or could have
been presented in this rehabilitation proceeding is inconsist-
ent with the Plan, that claim, objection or proposal is over-
ruled and relief to that extent denied." Id., at 40 (emphasis
added). The court went on to state that "[t]his Order is final
as to all matters occurring prior to the date of this Order."
Finally, the Rehabilitation Court retained jurisdiction "to re-
solve all questions as to interpretation ... of the Plan," and
"to modify ... the Plan in any respect in the light of future
developments." Id., at 42. Notice of the court's order
adopting the final plan was sent to all interested parties, in-
cluding all policyowners, state insurance commissioners, and
the eight guaranty associations. No appeal was taken from
this order, and Underwriters was released from rehabilita-
tion in February 1977.

On June 8, 1977, Underwriters and the eight guaranty as-
sociations, including the North Carolina Association, invoked
the Rehabilitation Court's continuing jurisdiction to request
that it approve a "Service Contract," under which Under-
writers would continue to service policyowners residing in
these States at pre-rehabilitation levels in return for a fee
paid by the associations. The Rehabilitation Court approved
the proposed contract and directed that Underwriters and
the associations execute this agreement "in substantially the
form" presented to the court.7 Pursuant to this order, Un-
derwriters and seven of the guaranty associations executed
the Service Contract without incident. Before the North
Carolina Association executed its Service Contract, however,
it made an addition to the document previously presented to
the court. Specifically referring to Underwriters' $100,000

7 At the joint request of Underwriters and the associations, the Rehabili-
tation Court had approved the concept of a service contract prior to the
adoption of the final Plan of Rehabilitation. Brief for Petitioner 11.
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deposit in North Carolina for the first time since it had inter-
vened in the rehabilitation proceeding 16 months before, the
North Carolina Association added the following paragraph to
the Service Contract approved by the court:

"It is expressly agreed, however, that the Guaranty
Association and Underwriters explicitly reserve all their
rights and remedies in connection with any deposits
made by Underwriters with the Commissioner of Insur-
ance of North Carolina, including deposits understood
to total One Hundred Thousand Dollars ($100,000.00),
which rights and remedies are governed by North Caro-
lina law." E. B. 34.

Underwriters signed the revised agreement, but it made
clear in a cover letter accompanying the signed agreement its
understanding that the above paragraph was intended only to
preserve any future rights that the North Carolina Associa-
tion may have in the $100,000 deposit. Any other interpre-
tation of this paragraph, the letter concluded, would be unac-
ceptable because the "Plan of Rehabilitation had the effect of
shutting off rights that North Carolina citizen§ and/or the
Guaranty Association might otherwise have had to the depos-
its" prior to rehabilitation. Id., at 35.

The North Carolina Association responded to this letter by
filing suit against Underwriters, the North Carolina Commis-
sioner of Insurance, and the State Treasurer, in the Superior
Court of Wake County, N. C. The complaint prayed for a
declaratory judgment that the North Carolina Association
was entitled to use the $100,000 deposit to fulfill the
pre-rehabilitation contractual obligations to North Carolina
policyowners that had been compromised in the rehabilitation
proceeding. The North Carolina Commissioner and Treas-
urer filed a cross-claim against Underwriters, also requesting
that the deposit be liquidated for the benefit of the North
Carolina Association and North Carolina policyholders. Un-
derwriters answered, asserting that the Indiana judgment
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was res judicata as to any pre-rehabilitation claims against
the deposit, and therefore was entitled to full faith and credit
in the North Carolina courts.

Invoking the Rehabilitation Court's continuing jurisdiction
to resolve all questions involving the interpretation of the
Plan, Underwriters filed a petition for instructions in July
1978. The Rehabilitation Court granted the petition, and
sent notice to the North Carolina Association, the North Car-
olina Commissioner and Treasurer, and to all other parties to
the rehabilitation proceeding. On September 22, 1978, the
Rehabilitation Court held a hearing, at which both Under-
writers and the North Carolina Association appeared and
presented their respective full-faith-and-credit claims. In an
opinion dated November 22, 1978, the Rehabilitation Court
held that the 1976 Rehabilitation Plan "fully adjudicated and
determined that the North Carolina deposit was an asset of
• . . Underwriters, and any claim existing as of the date of
adoption of the Plan ... was compromised, settled and dis-
missed by the final Order and the Plan." App. to Pet. for
Cert. 38A. In reaching this conclusion, the Rehabilitation
Court specifically noted that the North Carolina Association
had never made any claim to the deposit, even though the
$100,000 had been included, without objection, in the general
assets of Underwriters listed in Part V of the Plan. " See
n. 4, supra. The court went on to state that, although it proba-
bly had the power to enjoin the North Carolina Association
from proceeding in North Carolina, it declined to do so be-
cause it believed that the North Carolina state court would
recognize its judgment as binding.8

After receiving the Rehabilitation Court's ruling, Under-
writers moved for summary judgment in the North Carolina
state trial court, as did the respondents, the North Carolina
Association and the North Carolina officials. The trial court

sThe North Carolina Association has appealed this ruling, but the Indi-
ana Court of Appeals stayed consideration of its appeal pending this
Court's resolution of this case.
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entered summary judgment in favor of the respondents, rea-
soning that it was the only court with the "requisite subject
matter jurisdiction to determine the rights of North Carolina
policyholders in the special deposits made by [Underwriters]
for their protection." App. to Pet. for Cert. 25A. While
noting that the Indiana court did not have in personam juris-
diction over the North Carolina officials or over the North
Carolina policyholders, the court held that "[a]n appearance
in the Indiana insolvency proceeding by any of the parties
having an interest in the deposit ... could not constitute a
waiver of the Indiana Court's lack of subject matter jurisdic-
tion with regard to the deposit." Ibid. As a result, the
North Carolina trial court refused to honor the judgment of
the Rehabilitation Court. The trial court directed the Com-
missioner of Insurance to liquidate the deposit to reimburse
the North Carolina Association for satisfying the pre-
rehabilitation claims of North Carolina policyholders.

On appeal, the North Carolina Court of Appeals affirmed,
substantially for the reasons expressed by the trial court.
48 N. C. App. 508, 269 S. E. 2d 688 (1980). The Court of
Appeals emphasized that the North Carolina Association
sought to protect "statutory," as opposed to "contractual,"
rights; that title and rights to the $100,000 were vested by
law in the State Commissioner and Treasurer, thus depriving
the Rehabilitation Court of subject matter jurisdiction over
the deposit; and that the Rehabilitation Court did not have in
personam jurisdiction over these officials. Id., at 517, 269
S. E. 2d, at 694. The Court of Appeals concluded that the
deposit could never be an asset of Underwriters, and that the
Rehabilitation Court's decision to the contrary was not enti-
tled to full faith and credit. The North Carolina Supreme
Court declined to grant discretionary review. 301 N. C.
527, 273 S. E. 2d 453 (1980).

II

The concept of full faith and credit is central to our system
of jurisprudence. Ours is a union of States, each having its
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own judicial system capable of adjudicating the rights and
responsibilities of the parties brought before it. Given this
structure, there is always a risk that two or more States will
exercise their power over the same case or controversy, with
the uncertainty, confusion, and delay that necessarily accom-
pany relitigation of the same issue. See Sherrer v. Sherrer,
334 U. S. 343, 355 (1948); Riley v. New York Trust Co., 315
U. S. 343, 348-349 (1942). Recognizing that this risk of
relitigation inheres in our federal system, the Framers pro-
vided that "Full Faith and Credit shall be given in each State
to the public Acts, Records, and judicial Proceedings of every
other State." U. S. Const., Art. IV, § 1. This Court has
consistently recognized that, in order to fulfill this constitu-
tional mandate, "the judgment of a state court should have
the same credit, validity, and effect, in every other court of
the United States, which it had in the state where it was pro-
nounced." Hampton v. McConnel, 3 Wheat. 234, 235 (1818)
(Marshall, C. J.); Riley v. New York Trust Co., supra, at
353.9

To be sure, the structure of our Nation as a union of
States, each possessing equal sovereign powers, dictates
some basic limitations on the full-faith-and-credit principles
enumerated above. Chief among these limitations is the ca-
veat, consistently recognized by this Court, that "a judgment
of a court in one State is conclusive upon the merits in a court
in another State only if the court in the first State had power
to pass on the merits-had jurisdiction, that is, to render the
judgment." Durfee v. Duke, 375 U. S. 106, 110 (1963).1o

'This construction is also compelled by 28 U. S. C. § 1738, the statutory
codification of this constitutional guarantee. This provision requires that
"Acts, records and judicial proceedings ... shall have the same full faith
and credit in every court within the United States ... as they have by law
or usage in the courts of such State ... from which they are taken."

"This limitation flows directly from the principles underlying the Full
Faith and Credit Clause. It is axiomatic that a judgment must be sup-
ported by a proper showing ofjurisdiction over the subject matter and over
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Consequently, before a court is bound by the judgment ren-
dered in another State, it may inquire into the jurisdictional
basis of the foreign court's decree. If that court did not have
jurisdiction over the subject matter or the relevant parties,
full faith and credit need not be given. See Nevada v. Hall,
440 U. S. 410, 421 (1979).

The North Carolina courts relied on this limitation in refus-
ing to give full faith and credit to either the 1976 judgment or
the 1978 judgment of the Rehabilitation Court. Respond-
ents argue, and the North Carolina courts held, that the Re-
habilitation Court was powerless to determine that the North
Carolina deposit was an asset of Underwriters. Specifically,
respondents contend that the Rehabilitation Court lacked
both jurisdiction over the subject matter and jurisdiction
over the relevant parties.

A
The North Carolina courts held that the Guaranty Act and

the Deposit Act deprived the Rehabilitation Court of the sub-
ject matter jurisdiction to determine rights in the $100,000
deposit. Regardless of the validity of this holding as a mat-
ter of North Carolina law,' it is not an appropriate ground for

the relevant parties. One State's refusal to enforce a judgment rendered
in another State when the judgment is void for lack of jurisdiction merely
gives to that judgment the same "credit, validity, and effect" that it would
receive in a court of the rendering State.

" Respondents argue that because North Carolina courts have exclusive
jurisdiction to determine rights in the deposit, they were not required to
recognize the Indiana judgment. Even if we accept the argument that
North Carolina courts have exclusive jurisdiction over the subject matter
of this litigation, the rule of jurisdictional finality established in Durfee v.
Duke, 375 U. S. 106 (1963), would still apply. See infra, at 706. Re-
spondents attempt to analogize this claim of exclusive jurisdiction to the
exclusive jurisdiction each State has to control the administration of real
property within its borders. See Fall v. Eastin, 215 U. S. 1 (1909);
Clarke v. Clarke, 178 U. S. 186 (1900). Respondents fail to recognize,
however, that the Durfee Court explicitly refused to recognize an excep-
tion to the rule of jurisdictional finality for cases involving real property
over which the State claims exclusive jurisdiction. 375 U. S., at 115.



OCTOBER TERM, 1981

Opinion of the Court 455 U. S.

refusing to accord the Indiana judgments full faith and credit
under the facts of this case. In relying on this ground, the
courts below failed to recognize the limited scope of review
one court may conduct to determine whether a foreign court
had jurisdiction to render a challenged judgment. 2

This Court has long recognized that "[t]he principles of res
judicata apply to questions of jurisdiction as well as to other
issues." American Surety Co. v. Baldwin, 287 U. S. 156,
166 (1932). See also Treinies v. Sunshine Mining Co., 308
U. S. 66, 78 (1939); Davis v. Davis, 305 U. S. 32 (1938).
Any doubt about this proposition was definitively laid to rest
in Durfee v. Duke, supra, at 111, where this Court held that
"a judgment is entitled to full faith and credit-even as to
questions of jurisdiction-when the second court's inquiry
discloses that those questions have been fully and fairly liti-
gated and finally decided in the court which rendered the
original judgment." 3 The North Carolina courts, therefore,
should have determined in the first instance whether the Re-
habilitation Court fully and fairly considered the question of
subject matter jurisdiction over the North Carolina deposit,

I Respondents argue that the North Carolina court's determination of its
own jurisdiction, as well as its determination that the Rehabilitation Court
was without jurisdiction, is now entitled to this same limited scope of re-
view. See Brief for Respondents 40. Although this argument would
have force if Underwriters were collaterally attacking the North Carolina
court's decision on jurisdiction, see Treinies v. Sunshine Mining Co., 308
U. S. 66, 78 (1939), it has no application to this litigation: Underwriters is
seeking direct review of the North Carolina court's judgment. Conse-
quently, Underwriters need only argue that the North Carolina court
erred in concluding that the Rehabilitation Court did not fully and fairly
determine that it had jurisdiction to adjudicate rights in the deposit.

3The need for finality within our federal system, see supra, at 703-704,
applies with equal force to questions of jurisdiction. As this Court stated
in Stoll v. Gottlieb, 305 U. S. 165, 172 (1938): "After a party has his day in
court, with opportunity to present his evidence and his view of the law, a
collateral attack upon the decision as to jurisdiction there rendered merely
retries the issue previously determined. There is no reason to expect that
the second decision will be more satisfactory than the first."
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with respect to pre-rehabilitation claims of the parties before
it. If the matter was fully considered and finally determined
in the rehabilitation proceedings, the judgment was entitled
to full faith and credit in the North Carolina courts.

From our examination of the record, we have little diffi-
culty concluding that the Rehabilitation Court fully and fairly
considered whether it had subject matter jurisdiction to set-
tle the pre-rehabilitation claims of the parties before it to the
North Carolina deposit. As we noted earlier, in addition to
being a state court of general jurisdiction, the Rehabilitation
Court also has special duties with respect to the rehabilita-
tion of insurance companies. See n. 1, supra. In its No-
vember 1976 order approving the Rehabilitation Plan, the
Rehabilitation Court made it clear that it was asserting both
subject matter jurisdiction over all pre-rehabilitation claims
against Underwriters, including those of the guaranty associ-
ations, and personal jurisdiction over the North Carolina As-
sociation and Underwriters. See App. 39, 53. Further-
more, as our recitation of the events leading up to the
Rehabilitation Court's 1976 order indicates, that court was
aware of potential claims that the North Carolina Association
might assert against Underwriters. In order to ensure that
all such claims were definitively resolved during the rehabili-
tation proceeding, the Rehabilitation Court notified the Asso-
ciation that it must either intervene in the rehabilitation pro-
ceeding to make objections to, or suggest changes in, the
Proposed Plan of Rehabilitation, or specifically waive all such
claims. See supra, at 698. Finally, the record indicates
that, after the North Carolina Association intervened in the
rehabilitation proceeding, it negotiated certain changes in
Part X(C) of the Proposed Plan of Rehabilitation, concerning
Underwriters' liability to the guaranty associations for pay-
ments made to Underwriters' policyowners. 14 See supra,
at 698-699.

"The North Carolina Association argues that Part X(C) of the Proposed
Plan explicitly recognizes its right to assert pre-rehabilitation claims
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The North Carolina Association relies on the failure of the
Rehabilitation Court either to specify that it was extinguish-
ing the Association's right to use the $100,000 deposit to sat-
isfy pre-rehabilitation obligations, or to address the argu-
ment that only North Carolina courts have subject matter
jurisdiction to settle rights to the deposit. This reliance is
misplaced. First, any doubts that the North Carolina Asso-
ciation may have had concerning the extent to which the Re-
habilitation Court purported to exercise its jurisdiction over
the Association's rights to the deposit were definitively set-
tled by that court's 1978 ruling. Supra, at 702. After con-
sidering the arguments now advanced by the North Carolina
Association, the Rehabilitation Court ruled that its 1976
order had "fully adjudicated and determined that the North
Carolina deposit was an asset of ... Underwriters, and any
claim existing as of the date of adoption of the Plan against
the deposit by the North Carolina Association ... was com-
promised, settled and dismissed by the final Order and the
Plan."' 5 App. to Pet. for Cert. 38A.

against Underwriters. In its 1978 order, however, the Rehabilitation
Court held that the claims asserted by the North Carolina Association in
the North Carolina litigation would violate the Plan. App. to Pet. for
Cert. 38A. Whether or not this ruling is correct is a matter to be decided
by the Indiana courts on direct review, not in the North Carolina courts or
in this Court on collateral attack.

'-'Respondents argue that this 1978 order was not a de novo reexamina-
tion of the jurisdictional question, and therefore is of no independent sig-
nificance. This argument misperceives the question addressed in the 1978
proceeding. In its 1976 order, the Rehabilitation Court retained jurisdic-
tion over parties to the proceeding to resolve questions of interpretation,
implementation, and application of the Plan. App. 42. The question
whether the 1976 order included the North Carolina deposit as a general
asset, thereby compromising any claim that the North Carolina Association
might otherwise have had to the deposit, is clearly a question of interpreta-
tion and implementation of the Plan. The 1978 order specifying that the
Rehabilitation Plan disposed of the North Carolina Association's pre-
rehabilitation rights in the deposit is a binding judgment on the interpreta-
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Second, it is undisputed that the Rehabilitation Court had
listed the North Carolina deposit as a general asset of Under-
writers to be included in the Plan of Rehabilitation. 16  By
listing the deposit as a general asset, the Rehabilitation
Court announced its intention to assert jurisdiction over
pre-rehabilitation claims to the deposit.' As an intervening

tion of the Plan rendered by a court that had retained jurisdiction over the
issue. Although the North Carolina Association still may attack the 1978
order on direct appeal, see n. 8, supra, that order is entitled to full faith
and credit in the North Carolina courts. See 1B J. Moore & T. Currier,
Moore's Federal Practice 0.416[3] (1980).

16 Respondents argue that the deposit was incorrectly included as a gen-
eral asset of Underwriters, rather than as a special asset reserved exclu-
sively for the benefit of North Carolina policyowners. The propriety of
including the deposit as a general asset, however, is irrelevant to the ques-
tion whether the deposit was brought to the attention of the Rehabilitation
Court. As we have consistently held, the fact that the rendering court
may have made an error of law with respect to a particular question does
not deprive its decision of the right to full faith and credit, so long as that
court fully and fairly considered its jurisdiction to adjudicate the issue.
See American Express Co. v. Mullins, 212 U. S. 311 (1909). If the North
Carolina Association wished to argue that the Rehabilitation Court should
not have included the deposit as a general asset, and consequently should
have declined to exercise jurisdiction over the deposit, it should have done
so in the rehabilitation proceeding. Having failed to do so, its only re-
course is to assert these legal arguments on direct review before the Indi-
ana courts; it cannot raise these contentions in a collateral attack on the
judgment.

"The document listing the North Carolina deposit as a general asset of
Underwriters was called to the North Carolina Association's attention by
the North Carolina Commissioner of Insurance as early as March 11, 1975.
See E. B. 26. The Association argues that it was misled into believing
that the deposit was not before the Rehabilitation Court because the de-
posit had been listed as a general asset of Underwriters, and not as a de-
posit held in trust for the sole benefit of North Carolina policyowners.
However, the very fact that the $100,000 may have been erroneously in-
cluded as a general asset subject to rehabilitation should have alerted the
Association that the Indiana court was purporting to exercise jurisdiction
over the deposit, and that, once a final plan of rehabilitation was approved,
the Association's claim to use the North Carolina deposit to satisfy pre-



OCTOBER TERM, 1981

Opinion of the Court 455 U. S.

party to the rehabilitation proceeding, the North Carolina
Association was obliged to advance its argument that the
Rehabilitation Court did not have the authority to settle
pre-rehabilitation claims to the deposit when it was given the
opportunity to do so. A party cannot escape the require-
ments of full faith and credit and res judicata by asserting its
own failure to raise matters clearly within the scope of a prior
proceeding. See Sherrer v. Sherrer, 334 U. S., at 352. The
Indiana Rehabilitation Court gave the North Carolina Asso-
ciation sufficient notice that any pre-rehabilitation claim that
it had against the North Carolina deposit, including its argu-
ment that the Rehabilitation Court was without jurisdiction
to extinguish its claim to the deposit, had to be advanced in
the rehabilitation proceeding. No such claim having been
made, the Rehabilitation Court finally determined the issue
when it approved the Plan, and ruled that all claims inconsist-
ent with the Plan,' which could have been presented in the
rehabilitation proceeding, were "overruled and relief to that
extent denied." App. 40. The issue having been fully and
fairly considered by the Indiana court, its final determination
was entitled to full faith and credit in North Carolina. 19

rehabilitation obligations might be extinguished. Therefore, the North
Carolina Association was obliged to object to this listing, which it believed
to be erroneous, or to suffer the consequences.

"The North Carolina Association's claim to the deposit is "inconsistent
with the plan" because the deposit was included as a general asset of Un-
derwriters, and therefore was included in the pool of resources upon which
continued coverage to all policyowners was based.

"The concurrence argues that the foregoing discussion of the Rehabilita-
tion Court's assertion of jurisdiction over the deposit is unnecessary to the
disposition of this case once it has been established that the court had per-
sonal jurisdiction over Underwriters and the North Carolina Association.
See post, at 718. This argument misperceives both the nature of the ju-
risdiction asserted by the Rehabilitation Court and the North Carolina
Association's challenge to that assertion of jurisdiction. Respondents
do not dispute that the Rehabilitation Court had jurisdiction to settle
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B

Alternatively, respondents argue that the judgment of the
Rehabilitation Court was not entitled to full faith and credit
because that court lacked in personam jurisdiction over the
North Carolina policyowners and the state officials. Al-
though under different circumstances these questions might
give us pause, it is clear that the Rehabilitation Court had
personal jurisdiction over all parties necessary to its deter-
mination that the North Carolina Association could not
satisfy pre-rehabilitation claims out of the North Carolina
deposit.

all claims of the parties before it to the assets of Underwriters as part of its
attempt to rehabilitate the company. They argue that the Rehabilitation
Court's final resolution of claims against Underwriters does not preclude
their action in North Carolina, however, because the North Carolina de-
posit is not an asset of Underwriters. Consequently, cases such as Riehle
v. Margolies, 279 U. S. 218 (1929), and Morris v. Jones, 329 U. S. 545
(1947), are inapposite to the present situation. In those cases, as the con-
currence correctly notes, this Court held that a court need not have juris-
diction over a debtor's property to determine whether a creditor had a le-
gitimate claim against the debtor so long as it had personal jurisdiction
over the creditor and the debtor. Those decisions do not hold, however,
that a court with personal jurisdiction over the debtor and the creditor can
adjudicate the creditor's claim against property not belonging to the debtor.

Given the nature of the North Carolina Association's claim, the Rehabili-
tation Court's 1976 order must be given full faith and credit in the North
Carolina courts so as to bar the Association's claims only if the Rehabilita-
tion Court determined, rightly or wrongly, that the $100,000 deposit was
an asset of Underwriters, and that it therefore had the power to compro-
mise the pre-rehabilitation claims of the parties before it to that asset. As
we indicate in text, this was precisely the reasoning used by the Rehabili-
tation Court in 1978 when it held that the 1976 Plan had compromised the
North Carolina Association's claim to the deposit. The only basis asserted
by the Rehabilitation Court, which had specifically retained jurisdiction to
resolve all questions of interpretation of the Plan, for barring the North
Carolina Association from proceeding against the deposit was that the Plan
"fully adjudicated and determined that the North Carolina deposit was an
asset of... Underwriters." App. to Pet. for Cert. 38A (emphasis added).
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Respondents argue that the Rehabilitation Court did not
have jurisdiction over the policyowners because no
policyowner actually appeared in the rehabilitation proceed-
ing, and because the class representatives could not ade-
quately represent the interests of policyowners in both de-
posit and nondeposit States.' As a preliminary matter, we
note that no North Carolina policyowner has complained
about the Rehabilitation Plan, nor did any policyowner di-
rectly participate in either the North Carolina litigation or
the proceedings before this Court.2 Furthermore, the
North Carolina Association has not identified any interest in
the North Carolina deposit that a policyowner might have,
independent of the interests asserted here by the Associa-
tion. The class representatives in the rehabilitation pro-
ceeding were instructed by the Rehabilitation Court to repre-
sent the interests of all past and present policyowners.
See n. 20, supra. Although the North Carolina Association
asserts that these representatives were inadequate, it never
explains why the policyowners, as compared to the Associa-
tion, would care whether the deposit was considered a gen-
eral asset of Underwriters, unavailable for the Association's
use in satisfying pre-rehabilitation claims. North Carolina
law requires the Association to provide North Carolina
policyowners with pre-rehabilitation coverage even if it can-
not use the deposit to finance this obligation. See N. C.

' The Rehabilitation Court sent the North Carolina policyowners notice
that they were included in the class of policyowners in the rehabilitation
proceeding. None of the North Carolina policyowners opted out of this
class. In the rehabilitation proceeding, the interests of the policyowners
were advocated by the class representatives.

" The North Carolina Association argues that the failure of the
policyowners to appear in this litigation is not significant, because the As-
sociation is the legal representative of the policyowners, empowered to as-
sert any claim that those policyowners might have against either Under-
writers or the deposit. We accept this argument for purposes of this
decision.
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Gen. Stat. § 58-155.72(4) (Supp. 1981). Therefore, these
policyowners have no current interest in whether the North
Carolina Association is allowed to liquidate the $100,000 de-
posit. The North Carolina courts' refusal to give the Indiana
judgment full faith and credit, accordingly, cannot be sup-
ported by the alleged inadequate representation of this un-
identified policyowner interest.

The argument that the Rehabilitation Court did not have
jurisdiction over the North Carolina officials is more com-
plex.' The North Carolina Court of Appeals found that the
Rehabilitation Court did not have jurisdiction over the trust
property, or over the statutory trustees. Citing this Court's
decision in Hanson v. Denckla, 357 U. S. 235 (1958), re-
spondents argue that absent jurisdiction over the trust cor-
pus or the trustee, the Rehabilitation Court was powerless to
adjudicate rights in the North Carolina deposit. Therefore,
respondents argue, the judgment of the Rehabilitation Court
is not entitled to full faith and credit, even as to parties ad-
mittedly subject to its jurisdiction.

Respondents' reliance on Hanson v. Denckla, supra, is
misplaced. In Hanson, this Court considered both a Florida
judgment on direct review, and a Delaware judgment refus-
ing to accord full faith and credit to the Florida judgment.
Because the Florida judgment was before the Court on direct
review, the Court was free to determine whether that court's
exercise of jurisdiction over the trust or the trustee was ap-
propriate. This Court determined that the Florida courts
were without jurisdiction over either the trust or the trustee

'The North Carolina Association argues that the State of North Caro-
lina has intentionally made these North Carolina officials necessary but un-
reachable parties in order to ensure that its courts will have exclusive ju-
risdiction over all claims concerning rights in any North Carolina deposit.
Underwriters contends that, if this is true, the North Carolina statutory
scheme violates the Commerce Clause. Because of our resolution of this
case, we find it unnecessary to reach this issue.
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who, under Florida law, was a necessary party to a suit to
determine the validity of the trust. As a result, of course
the Delaware courts were under no obligation to accord full
faith and credit to a judgment rendered in a court without
jurisdiction.

In this case, however, the Rehabilitation Court's conclu-
sion that it had jurisdiction to compromise the claims of the
parties before it to the North Carolina deposit is not pre-
sented to this Court on direct review, and we express no
opinion on the propriety of this conclusion. Although the
Rehabilitation Court did not attempt to exercise jurisdiction
over the North Carolina trustees, that court did purport to
exercise jurisdiction over the trust corpus.' The 1978 order
specifies that the 1976 Rehabilitation Plan determined that
the North Carolina deposit was an asset of Underwriters,
subject to the jurisdiction of the Rehabilitation Court. This
conclusion may well have been erroneous as a matter of
North Carolina law. See State ex rel. Ingram v. Reserve In-
surance Co., 303 N. C. 623, 629, 281 S. E. 2d 16, 20 (1981).
Erroneous or not, however, this jurisdictional issue was fully
and fairly litigated and finally determined by the Rehabilita-
tion Court. Under Durfee v. Duke, 375 U. S. 106 (1963),
and its progeny, once the Rehabilitation Court determined
that the North Carolina Association could not liquidate the
deposit to settle pre-rehabilitation claims, the North Carolina
courts were required to honor that determination, even
though the Rehabilitation Court did not assert personal juris-

I Because we find that the Rehabilitation Court did purport to exercise
jurisdiction over the trust, we do not have to address respondents' argu-
ment that Indiana law, like the Florida law at issue in Hanson v. Denckla,
357 U. S. 235 (1958), requires jurisdiction over the trust or the trustee be-
fore rights in a statutory trust can be compromised. The concurrence, by
arguing that personal jurisdiction over Underwriters and the North Caro-
lina Association was sufficient to prevent the Association from litigating its
claim to the deposit in North Carolina, seems to imply that Hanson is no
longer dispositive on this point.
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diction over the trustees. See supra, at 706-707. It is be-
yond dispute that a court of competent jurisdiction can settle
the claims of two competing parties to specific property even
though a third party may claim an interest in the same res.
See Morris v. Jones, 329 U. S. 545 (1947). The Rehabilita-
tion Court held that the Rehabilitation Plan extinguished the
claim that the North Carolina Association is now asserting,
and the North Carolina courts erred in refusing to give that
court's judgment full faith and credit.

C

Respondents argue that requiring North Carolina to give
full faith and credit to the Rehabilitation Court's determina-
tion that the deposit was an asset of Underwriters, would ne-
gate that State's comprehensive statutory scheme to ensure
the protection of North Carolina policyowners. Respond-
ents contend that the courts and commentators are virtually
unanimous in their support of a State's right to segregate as-
sets of a foreign insurance company to be used for the sole
benefit of that State's policyowners. See 2 G. Couch, Insur-
ance Law § 22:96 (2d ed. 1959); 5 J. Joyce, Law of Insurance
§ 3595 (2d ed. 1918). Cf. Blake v. McClung, 172 U. S. 239,
257 (1898). It would not be equitable, respondents conclude,
to require North Carolina to honor such a clearly erroneous
result. While these arguments may have merit as a matter
of insurance law, the only forums in which respondents may
challenge the Rehabilitation Court's assertion of jurisdiction
on these legal and equitable grounds are in Indiana." The
North Carolina Association's decision to assert these argu-
ments in a separate proceeding in North Carolina has re-
sulted in two state courts reaching mutually inconsistent
judgments on the same issue. This is precisely the situation
the Full Faith and Credit Clause was designed to prevent.

I Indeed, in the Indiana appellate court's review of the 1978 order, the
North Carolina Association may still have an opportunity to challenge the
Rehabilitation Court's conclusion that it had jurisdiction over the deposit.
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Because we find that North Carolina was obligated to give
full faith and credit to the judgment of the Rehabilitation
Court, we reverse the decision of the North Carolina Court of
Appeals and remand for further proceedings not inconsistent
with this opinion.2

It is so ordered.

JUSTICE WHITE, with whom JUSTICES POWELL and STE-
VENS join, concurring in the judgment.

I agree with much of the discussion in the majority opinion
on the scope and function of the principles of res judicata. I
also agree with the majority that "it is clear that the Re-
habilitation Court had personal jurisdiction over all parties
necessary to its determination that the North Carolina Asso-
ciation could not satisfy pre-rehabilitation claims out of the
North Carolina deposit." Ante, at 711.

The only parties over which the Indiana court needed juris-
diction in order to prohibit the Association from moving
against the North Carolina deposit were the Association
and Underwriters National Assurance Co. (UNAC). It had

I Underwriters urges us also to dismiss the cross-claim filed by the Com-
missioner of Insurance and the Treasurer of North Carolina because these
state officials are mere "stakeholders" with no real interest in the deposit.
Respondents reply that, as statutory trustees, these officials have a vital
interest in the administration of deposits under their control. We have
concluded that the North Carolina Association may not relitigate its claim
to use the deposit to satisfy its obligations to North Carolina policyowners
by arguing that the absence of the North Carolina officials deprived the
Rehabilitation Court of jurisdiction. On the other hand, we recognize
that, as a matter of state law, the North Carolina officials may have an in-
terest in the deposit, independent of that asserted by the North Carolina
Association, which was not considered by the Rehabilitation Court. In
this Court, the respondent officials merely joined the arguments made by
the North Carolina Association, and did not identify any independent claim
that they might make against the deposit. Because this is purely a ques-
tion of state law, on remand the North Carolina courts may determine
whether, consistent with this opinion, these officials have any independent
interest in the North Carolina deposit that was not determined in the Indi-
ana proceeding.
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jurisdiction over the latter in a rehabilitation proceeding, be-
cause Indiana was the State of incorporation; it had jurisdic-
tion over the Association because, as the majority opinion
amply demonstrates in Part I, the Association appeared be-
fore the court as a party and participated in the Rehabilita-
tion Plan. With jurisdiction over UNAC and the Associa-
tion, the Indiana court clearly had the authority to adjudicate
the amount and character of the claim that the Association
had against UNAC, including its claim against the North
Carolina deposit.

This is true regardless of the jurisdiction the Indiana court
may or may not have had over any other parties with poten-
tial interests in the controversial deposit. There are at least
two such parties: the trustees and the North Carolina policy-
holders. In my view, the Indiana court did not have juris-
diction to determine the interests of either of these parties in
the controverted fund. Neither of these parties appeared
before the Indiana court, and I am quite unconvinced that the
Indiana court had jurisdiction over the North Carolina de-
posit in the sense that it could adjudicate the validity of or
scale down'the lien on that fund held by nonappearing North
Carolina policyholders and trustees. I agree with the major-
ity, therefore, that it is proper for this Court to reserve at
least the issue of whether the trustees "have an interest in
the deposit, independent of that asserted by the North Caro-
lina Association, which was not considered by the Rehabilita-
tion Court." Ante, at 716, n. 25. As for the policyholders,
as I understand the opinion of the North Carolina court,
under North Carolina law the Association was subrogated to
the rights of the policyholders when it entered the service
contract and undertook to make the policyholders whole.
The policyholders thus no longer have an independent inter-
est in the deposit.* See 48 N. C. App. 508, 518, 269 S. E. 2d
688, 694 (1980).

*Since the policyholders and the Association appear to be the only possi-

ble beneficiaries of the trust, the trustees may have no beneficial interest
to protect. This, however remains a matter of state law.
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The authority of the Indiana court so to resolve the claims
of the Association existed regardless of that court's jurisdic-
tion over any particular asset of UNAC, including the North
Carolina deposit. In Riehle v. Margolies, 279 U. S. 218
(1929), a creditor received a judgment against a corporation
in state court. While the creditor's claim was being litigated
in state court, a federal court appointed a receiver of the cor-
poration's property. This Court held that the judgment
from the state court regarding the creditor's claim had to be
recognized as res judicata in the federal court, despite the
fact that neither the corporation nor the receiver had under-
taken to defend in the state court. The Court adopted a two-
fold distinction between control over claims and over assets:

"In so far as [a court order] determines, or recognizes a
prior determination of the existence and amount of the
indebtedness of the defendant to the several creditors
seeking to participate, it does not deal directly with any
of the property. [This] function, which is spoken of as
the liquidation of a claim, is strictly a proceeding in per-
sonatm. . . . There is no inherent reason why the ad-
judication of the liability of the debtor in personam may
not be had in some court other than that which has con-
trol of the res." Id., at 224.

The reasoning of Riehle was specifically applied to judgments
between States under the Full Faith and Credit Clause in
Morris v. Jones, 329 U. S. 545, 549 (1947): "IT]he distribu-
tion of assets of a debtor among creditors ordinarily has a
'twofold aspect.' It deals 'directly with the property' when it
fixes the time and manner of distribution. . . . But proof
and allowance of claims are matters distinct from distribu-
tion." Id., at 548-549. Thus, in my view, jurisdiction over
the deposit is simply not relevant to the question of the res
judicata effect of the Indiana court's judgment as to the
Association.
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The Rehabilitation Plan fully determined the nature of the
claim that the Association would have against UNAC and es-
tablished the manner in which it could collect on those claims.
Ante, at 698-700. That decision must be given res judicata
effect by the North Carolina court vis-A-vis the Association,
unless the Indiana court failed to follow the procedural
requirements of the Due Process Clause. I believe those
requirements were met in this case, and, therefore, I concur
in the judgment of the Court reversing the decision below.


